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The Economic Performance and Condition of Michigan MSAs
1979 - 1988
Kenneth P. Voytek* 
Michigan Department of Commerce
This paper reviews the economic performance and condi 
tion of Michigan's 11 Metropolitan Statistical Areas (MSAs) 1 
over the 1979-88 period and compares and contrasts the per 
formance and condition of the 11 MSAs to the state and the 
U.S. 2 The economic structure of an area and the educational 
level of its workforce were found to have significant impact 
on the area's performance in the nine-year period. Further 
more, the condition and performance of the five metropolitan 
areas in West Michigan were found to be as diverse as the 
entire state.
Economic performance measures changes over time in im 
portant indicators of economic activity while economic con 
dition measures the level of important indicators of economic 
activity at a particular point in time. Areas that perform well 
are not necessarily better off; they may have started the 
period with serious economic problems or from a low base. 
The indicators of economic performance and condition ex 
amined in this paper are:
• Unemployment, a measure of an economy's ability to 
use human resources efficiently;
• Employment, a measure of an economy's ability to re 
tain and create jobs; and
• Income from employment, a measure of the "quali 
ty" of jobs in an economy.
*The views expressed in this paper are solely those of the author and do 
not necessarily reflect those of the Michigan Department of Commerce. 
The author would like to thank Penelope Stump and Barbara Goretzka 
of the Michigan Department of Commerce for insightful comments and 
suggestions on this paper: Special thanks are also due to Professor Harold 
Wolman of Wayne State University for his contributions to the ideas 
and structure of this paper. Finally the comments, ideas, and suggestions 
of George Erickcek of the Upjohn Institute were also especially helpful.
The Context
The 1979-88 period was one of significant economic 
change in Michigan. The changes included unemployment 
rates reaching post-depression highs in many areas, the 
"shaking out" of many marginal firms and industries, the 
diminishing importance of traditional industries to many local 
economies and an emerging set of industries and economic 
activities in many areas. In addition, the increasing interna- 
tionalization of the U.S. economy, a fundamental restruc 
turing of the national economy, and regional shifts in capital 
investment, population, and employment have altered 
Michigan's economic environment, creating a new set of 
criteria for economic success. As a result, Michigan's 
metropolitan economies are responding to these changes, 
some successfully, others less so.
Economic Performance of Michigan MSAs, 1979-88
Michigan's 11 MSAs differ markedly in their economic 
performance over the 1979-88 period. Table 1 presents the 
rankings of the 11 MSAs according to their performance on 
the three previously cited indicators. None of the state's 11 
MSAs outperformed the U.S. economy in all three indicators. 
While earnings per worker nationally fell slightly from 
1979-88 hi real terms, the declines went deeper in all of the 
state's MSAs. Only Ann Arbor performed better than the 
U.S. on two of the three indicators, experiencing a larger 
drop in its unemployment rate and a faster rate of employ 
ment growth than the nation.
In West Michigan, Grand Rapids outpaced the nation hi 
terms of employment growth but lagged behind on the re 
maining two indicators. Benton Harbor and Kalamazoo, as 
well as Lansing, had larger drops in their unemployment rates 
than did the U.S. from 1979-88, but were unable to keep
Table 1 
Metropolitan Economic Performance, 1979-88
% point 
change in % change in 





























































































































SOURCES: Michigan Employment Security Commission and U.S. Department of Commerce, Bureau of Economic Analysis.
up with the nation in the other two indicators. Battle Creek 
and Muskegon were unable to top the U.S. average in any 
of the three indicators of economic performance.
Clearly, the performance of the bulk of Michigan's 
MSAs was sub par compared to the U.S. over the 1979-88 
period. For an intrastate comparison, however, dividing 
the 11 MSAs into two groups—those performing better and 
those performing worse than the state—presents a useful 
typology.
Kalamazoo, along with Ann Arbor and Lansing, outper 
formed the state across all three indicators, while Detroit and 
Grand Rapids did better than the state on two out of three 
indicators. Of those MSAs that performed worse than the 
state, Benton Harbor outperformed the state in one 
indicator—percentage point change in unemployment—while 
Battle Creek and Muskegon, along with Flint, Jackson, and 
Saginaw-Bay-Midland, performed below that of the state on. 
all three indicators.
Adding the rankings for all three indicators provides a 
rough approximation of overall economic performance. The 
four "best performing" MSAs are, in order, Ann Arbor, 
Kalamazoo, Lansing, and Grand Rapids. The four "worst 
performing" MSAs are, in order, Flint, Jackson, Muskegon,
and Saginaw-Bay-Midland. As shown hi the table, West 
Michigan's MSAs are scattered throughout the rankings.
Economic Condition of Michigan MSAs
Table 2 presents the rankings of the 11 MSAs according 
to their economic condition in 1979 and 1988. Again, 
economic condition examines the level of an indicator at a 
particular point in time. Two indicators are considered: the 
unemployment rate and earnings per worker in both 1979 
and 1988. In terms of aggregate rankings—the sum of the 
rankings for both indicators—Ann Arbor, Kalamazoo and 
Lansing held on to their top three positions from 1979 to 
1988. Benton Harbor was last behind Muskegon hi 1979; 
by 1988, however, Benton Harbor had moved up the rank 
ing, leaving Muskegon last behind Jackson.
In 1979, three MSAs—Ann Arbor, Grand Rapids, and 
Kalamazoo—had unemployment rates below or equal to the 
U.S. These MSAs performed well over the 1979-88 period 
and still had unemployment rates below the U.S. in 1988. 
In 1979, Kalamazoo had the lowest unemployment rate, but 
was surpassed by Ann Arbor in 1988. On the other hand, 
Flint, which was tied with Benton Harbor for the highest 



















































































































































































SOURCES: Michigan Employment Security Commission and U.S. Department of Commerce, Bureau of Economic Analysis. 
( ) rank among MSAs.
The rankings on earnings per worker tell a different story. 3 
In 1979, Flint, Detroit, and Saginaw-Bay-Midland had the 
highest earnings per worker among Michigan MSAs, higher 
than the state and the U.S. Benton Harbor and Grand Rapids 
had the lowest in 1979.
In 1987, Flint and Detroit held on to their first and sec 
ond positions, while Ann Arbor moved past Saginaw-Bay- 
Midland into third place. Earnings per worker in all four 
areas remained higher than the state. Benton Harbor retain 
ed its last place ranking among Michigan MSAs behind 
Muskegon and Jackson.
Benton Harbor was the only Michigan MSA with lower 
earnings per worker than the U.S. in 1979; however, by 
1987, earnings per worker in Muskegon, Jackson, and Grand 
Rapids also had fallen below the U.S.
Explaining the Variation in Economic 
Performance and Condition
Nearly 25 years ago, Wilbur Thompson, a noted urban 
economist, stated, "Tell me your industries and I will tell 
you your fortune. "4 In essence, Thompson was arguing that 
the particular mix of industries largely determines an area's
economic performance. Unfortunately, due to a lack of cur 
rent and consistent data across MSAs, a detailed comparison 
and analysis of the mix of industries in the state's MSAs can 
not be performed. However, an analysis of the performance 
of broad industrial sectors across Michigan's metropolitan 
areas can provide a better understanding of the changes that 
have occurred from 1979 to 1987.
Table 3 presents information on the performance of 
manufacturing employment in Michigan's MSAs over the 
1979-87 period. Manufacturing employment decreased in 
all 11 MSAs from 1979-87. Grand Rapids, which had the 
best performance, lost "only" 2.1 percent of its manufac 
turing employment while Flint lost nearly 29 percent. The 
average employment loss for the "good" performers (11.8 
percent) was nearly half that of the "poor" performers (22.4 
percent) over the 1979-87 period. Additionally, the average 
rate of manufacturing employment loss for the ' 'good'' per 
formers was less than the state, but higher than the U.S., 
while the loss for the "poor" performers was higher than 
both the state and nation.
While the decline in manufacturing employment reasonably 
differentiates economic performance among Michigan's 
MSAs, a closer examination of the performance of durable
and nondurable goods manufacturing from 1979-87 provides 
an even clearer picture. Employment in durable goods 
manufacturing (e.g., autos, steel, machinery, furniture) fell 
in all Michigan's MSAs. Battle Creek lost nearly one-half 
of its durable goods manufacturing base. The average rate 
of loss of durable goods manufacturing employment for the 
"good" performers, 16 percent, was better than the state, 
but worse than the nation. The "poor" performers lost an 
average of 28.2 percent of their durable goods manufactur 
ing employment.
Table 3
Performance of Manufacturing Employment, 1979-87 
(Percentage change in employment)
Data on the performance of nonmanufacturing employment 
over the 1979-87 period are presented hi Table 4. The per 
formance of nonmanufacturing employment among 
Michigan's MSAs reinforces the differences noted above. 
The "good" performers were able to offset losses hi 
manufacturing employment with gains hi nonmanufacturing 
employment from 1979-87. Conversely, the "poor" per 
formers were not able to do this. Indeed, the average growth 
rate for nonmanufacturing employment was 19.6 percent 
among the "good" performers compared to only 7.4 per 
cent for the "poor" performers. Nonmanufacturing employ 
ment growth was two-and-one-half tunes higher in the 
"good" versus "poor" performers. Moreover, the rate of 
nonmanufacturing employment growth among "good" per 


























































state and nation. Jackson was the only MSA to lose non-
manufacturing employment.
Table 4
Performance of Nonmanufacturing Employment, 197!*-87











































SOURCES: Michigan Employment Security Commission and U.S. Depart 
ment of Labor, Bureau of Labor Statistics.
The performance of nondurable goods manufacturing 
(e.g., food processing, plastics, drugs, paper) employment 
in some Michigan MSAs was more positive from 1979-87. 
While nondurable goods manufacturing employment fell in 
Michigan and the U.S. from 1979-87, it increased in six 
MSAs—Ann Arbor, Battle Creek, Grand Rapids, 
Kalamazoo, Muskegon, and Saginaw-Bay-Midland. Jackson, 
however, lost nearly one in three nondurable goods manufac 
turing jobs over the 1979-87 period. The differences in the 
performance for the "good" and "poor" performers was 
distinct. The "good" performers increased employment by 
an average of 4.1 percent, better than both the state and na 
tion, and the "poor" performers lost on average 6.6 per 
cent of their nondurable goods manufacturing employment, 

























Average 19.6 26.7 29.5 39.4
Poor performers:
Battle Creek MSA 





Average 7.4 11.7 -0.4 18.2
Michigan 12.0 10.7 15.9 28.0 
United States 20.7 19.2 32.4 41.1
SOURCES: Michigan Employment Security Commission and U.S. Depart 
ment of Labor, Bureau of Labor Statistics.
In all MSAs, a portion of nonmanufacturing employment 
depends upon the performance of its manufacturing sector. 
In traditional economic base theory, nearly all of an area's 
nonmanufacturing sector was believed to depend upon its 
manufacturing or base sector. The base sector, by selling 
its goods to customers outside the area, brings new money
into the area which is then circulated through its nonbase 
or services sector. Indeed, this relationship is still true for 
part of the nonmanufacturing sector; hence, it is not surpris 
ing that in Battle Creek, Muskegon, and Jackson, where the 
manufacturing sectors were hard hit, the nonmanufacturing 
sectors also performed below par. This linkage between non- 
manufacturing and manufacturing has weakened significantly 
over the years, however. Now part of an area's service sec 
tor is independent of the area's manufacturing sector. In other 
words, many nonmanufacturing firms sell their services to 
customers outside the local area and, hence, have become 
part of the area's economic base. In Ann Arbor, Detroit and 
Saginaw-Bay-Midland, the nonmanufacturing sector outper 
formed the state's average, although their manufacturing sec 
tor suffered severe declines in employment.
Examining the performance of selected components of the 
nonmanufacturing sector, wide variation among the MSAs 
exists. For instance, trade employment (both retail and 
wholesale trade) rose over twice as fast among the "good" 
performers as it did in the "poor" performers from 1979-87. 
Further, trade employment rose at a faster rate among the 
"good" performers than in either the U.S. or the state. Trade 
employment hi Ann Arbor increased by over 40 percent, 
while in Benton Harbor employment remained unchanged 
and Jackson experienced negligible growth from 1979-87.
The performance of finance, insurance, and real estate 
(FIRE) employment among Michigan's MSAs is a study in 
contrasts. Two Michigan MSAs—Jackson and Muskegon— 
lost FIRE employment while FIRE employment in Michigan, 
the U.S., and the remaining MSAs increased over the 
1979-87 period. FIRE employment in Kalamazoo more than 
doubled, and in Lansing FIRE employment rose by over 30 
percent. The "good" performers averaged an increase in 
FIRE employment of 29.5 percent while the "poor" per 
formers averaged a slight loss.
The performance of services employment among the 
"poor" and "good" performers is also striking. Services 
employment doubled in Ann Arbor and grew by more than 
40 percent in both Detroit and Lansing from 1979-87. Com 
paratively, services employment fell by 3 percent in Jackson 
and rose by only 13 percent hi Battle Creek over the same 
period. Services employment in the "good" performers rose 
by an average of over 39 percent, while the average for the 
"poor" performers was one-half as high.
The West Michigan MSAs, with the possible exception 
of Grand Rapids, have not performed well in terms of 
employment growth in services. Kalamazoo, in particular, 
did not keep up with the other "good" performers as shown 
on Table 4. Discounting Lansing's performance, which is
most certainly tied to the growth of the state government, 
there may be a connection between the performance of a 
MSA's services sector and its size. Noting that Ann Arbor 
is a part of the Detroit Consolidated MSA (CMSA), further 
study may show that, overall, employment in services grows 
at a faster pace in larger MSAs than in smaller ones. Services 
employment in larger MSAs may achieve higher growth rates 
because the need for service firms expand at an exponential 
rate relative to the total number of area firms due to the grow 
ing number of intrametropolitan businesses linkages.
Thus, the performance of industry sectors has differed 
dramatically among Michigan's MSAs and reinforced the 
separation of the MSAs into two distinct groups. Two ma 
jor findings emerge. First, the "good" performers among 
Michigan MSAs were able to offset losses in manufacturing 
employment with gains in nonmanufacturing employment. 
Second, the "poor" performers in Michigan MSAs were hit 
with a double whammy—large comparative losses in 
manufacturing employment, lower increases, and in one case 
(Jackson) an outright decline in nonmanufacturing employ 
ment. In the "good" performers, nonmanufacturing clear 
ly played a more dynamic role than is assumed in the tradi 
tional economic base model.
Labor force skills and educational attainment prove to be 
useful predictors of economic success as well. The quality 
of an area's human capital—its human resources—is the most 
important asset it offers. As Robert Reich has observed, 
"The industries of the future will not depend on physical 
'hardware,' which can be duplicated anywhere, but on the 
human'software,'which can retain a competitive edge. . . . 
[T]he skills, knowledge, and capacity for teamwork within 
a nation's labor force will determine the collective standard 
of living." 5
Among MSAs, the "good" and "poor" performers dif 
fered in terms of labor force skills as measured by occupa 
tional structure and educational attainment. Table 5 presents 
those results. Across all three indicators, the "good" per 
formers had, on average, a more educated and skilled 
workforce. In terms of skilled "white-collar" occupations, 
the "good" performers averaged 28.5 percent of their labor 
force in managerial, technical, and other professional occupa 
tions in 1980 compared to 22.1 percent for the ' 'poor'' per 
formers. Conversely, the "poor" performers had an average 
of 23.6 percent of their labor force in semiskilled and un 
skilled "blue-collar" occupations compared to 17.8 percent 
for the "good" performers. The same pattern held in terms 
of education levels. Among the "good" performers in 1980, 
over 22 percent of residents over age 25 had completed four 
or more years of college, compared to 11.9 percent among 
the "poor" performers.
Table 5
Labor Force Characteristics Good Versus Poor Performers
1980
Percent of population
over 25 years old with 4 or
more years of college
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SOURCE: U.S. Department of Commerce, Bureau of Census, 1980 Census of Population.
Conclusion
Given the changes in the state, national, and international 
economies over the 1979-88 period, Michigan's metropolitan 
economies have responded to the changes, some successful 
ly, others less so. The economic performance of Michigan's 
11 MS As has differed markedly. Indeed, the MS As can be 
divided into two groups based on their economic performance' 
from 1979 to 1988: "good" performers and "poor" per 
formers. Distinct differences in the performance of manufac 
turing and nonmanufacturing sectors reinforce the separa 
tion of MSAs into these two groups. On average, manufac 
turing employment fell less rapidly hi the "good" versus 
"poor" performing MSAs, while nonmanufacturing employ 
ment grew faster in the "good" versus "poor" performers 
from 1979-87. Labor force skills also differed between these 
two groups. In 1980, the "good" performers had, on 
average, a more educated population and higher skilled 
workforce than the "poor" performers.
In the West Michigan MSAs, no distinct pattern can be 
detected that sets the region apart from the rest of the state. 
Grand Rapids and Kalamazoo were among the state's better
performers in the nine-year period, whereas Battle Creek, 
Benton Harbor, and Muskegon were less fortunate. The 
unique industrial structure and labor force characteristics of 
each West Michigan MSA played a stronger role in deter 
mining its performance than did the regional attributes they 
all share.
Policy Implications
What does this analysis imply for state and local 
policymakers? Two lessons emerge.
First, it still holds true that the performance of an area's 
manufacturing sector determines, in large part, the vitality 
of its overall economy. Hence, policies aimed at encourag 
ing existing manufacturing firms to adopt new technologies 
and upgrade existing plant and equipment should be explored 
and implemented. Such policies will help ensure that area 
firms remain competitive. The expertise of organizations 
dealing with such issues (e.g., the Research and Technology 
Institute in Grand Rapids, Industrial Technology Institute hi 
Ann Arbor and Michigan Modernization Service within the 
Michigan Department of Commerce, along with local
colleges and universities) should be tapped and fully 
exploited.
Second, in the current changing environment, the ability 
of areas to respond to new challenges depends upon the skills 
and know-how of its workforce. An area's human resources 
are the most important asset it offers to business. Not only 
will new skills need to be acquired to use new technologies, 
but retraining and skill upgrading of displaced workers will 
remain important. Indeed, integrating education and train 
ing concerns into traditional economic development policies 
is one of the greatest challenges facing local economic 
developers today.
NOTES
1. The current definitions of Michigan's 11 MSAs are as follows: 
Ann Arbor (Washtenaw County) 
Battle Creek (Calhoun County) 
Benton Harbor (Berrien County)
Detroit, (Lapeer, Livingston, Macomb, Monroe, Oakland, St.
Clair, and Wayne Counties) 
Flint (Genesee County) 
Grand Rapids (Kent and Ottawa Counties) 
Jackson (Jackson County) 
Kalamazoo (Kalamazoo County) 
Lansing (Clinton, Eaton, and Ingham Counties) 
Muskegon (Muskegon County) 
Saginaw-Bay-Midland (Bay, Midland, and Saginaw Counties)
2. An earlier paper by Harold Wolman, "Economic Condition and Per 
formance of Michigan's Medium-Sized MSAs," prepared for the Michigan 
Department of Commerce (December 1986) and reprinted hi The Michigan 
Economy (Vol. 6, No. 1, 1987), reviewed the performance and condition 
of Michigan's mid-sized MSAs through the mid-1980s.
3. Of course, differences in earnings per worker among Michigan's MSAs 
also reflect differences in cost of living. Unfortunately, we cannot adequately 
control for this; thus, the differences in earnings per worker among the MSAs 
should be approached cautiously.
4. Wilbur Thompson. 1965. A Preface to Urban Economics (Baltimore: 
Johns Hopkins University).
5. Robert Reich. 1983. The Next American Frontier (New York: Times 
Books).
Definitions of terms as used in this quarterly
Business Cycle Turning Dates: The historical business cy 
cle turning dates used in this report are those designated by 
the National Bureau of Economic Research, Inc. (NBER). 
They mark the approximate dates when, according to NBER, 
aggregate economic activity reached its cyclical high (peak) 
or low (trough) levels.
Central City: An incorporated city or urbanized area defined 
by the U.S. Office of Management and Budget as having the 
largest population in the metropolitan statistical area in 1980. 
For an additional city to be included in the name of an MSA, 
the employment/residence ratio must be at least 0.75, with 
out-commuting of less than 60 percent of that city's resident 
employed workers.
Employment: In this quarterly, "employment" is used in 
stead of the more precise term, "wage and salary employ 
ment." The MESC employment data shown refer to "jobs 
by place of work," or nonagricultural employment.
Manufacturing: The estimate of the number of workers 
on the payrolls of privately owned firms engaged in the 
production of durable or nondurable goods.
Nonmanufacturing: The estimate of the number of 
workers on the payrolls of privately owned firms that pro 
vide services rather than goods. (Construction and min 
ing are included.)
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Historical data: Monthly, quarterly, or yearly information 
for past periods. (Shown in appendix tables.)
Index of Leading Indicators, State & MSAs: A (composite) 
index with seven components (see Tables A-2 and A-3).
Index of Leading Indicators, United States: A (composite) 
index based on 11 major components made up of 60 series. 
Marginal employment adjustment measures include average 
weekly hours in manufacturing employment and average 
weekly initial UI claims. One of the two job vacancy series 
is Help-Wanted Advertising. New private housing units are 
part of the fixed capital investment component. For a com 
plete list see Business Conditions Digest and the 1984 Hand 
book of Cyclical Indicators, The U.S. Department of Com 
merce, Bureau of Economic Analysis.
Initial Claims: A count of the number of new claims filed 
for unemployment insurance (UI) for regular state programs. 
Each initial claim filed indicates a new spell of unemploy 
ment for an experienced worker. In Michigan, to be eligi 
ble for benefits, an individual must have earned wages of 
at least 30 times the state minimum hourly wage (currently 
$3.35) during not less than 20 of the 52 consecutive calen 
dar weeks preceding the benefit year. Each such week is
termed a "credit week." An individual may qualify with as 
few as 14 credit weeks, however, if base period wages have 
been in excess of 20 tunes the state average weekly wage 
(currently $433.91).
Michigan Employment Security Commission (MESC):
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal 
unemployment insurance programs and provides labor 
market information in keeping with state and federal report 
ing requirements.
MSA (1983 definition): In all but New England, one or more 
counties are defined as a Metropolitan Statistical Area if they 
contain the following: a large population nucleus (a central 
city or "urbanized" area) with adjacent communities which 
have a high degree of economic and social integration. Ad 
jacent counties are included if they have 60 persons per 
square mile, and/or substantial 1970 to 1980 population 
growth (20 percent) with 10 percent residing within the ur 
banized area and a commuting pattern with 15-20 percent 
of residents working within the central city or urbanized area. 
MSAs are also defined as major labor market areas by 
the Michigan Employment Security Commission (MESC). 
Those labor market areas outside of the MSAs have the 
peninsula or county name.
National Purchasing Management Selected Components 
Indexed: The national association conducts a monthly survey 
of purchasing managers from a scientifically selected sam 
ple of firms across the nation. Responses indicate only the 
direction of change; the percentage reporting favorable 
changes minus those with unfavorable changes plus 100 
equals the index as shown in this quarterly. For those familiar 
with diffusion indexes, these indexes represent two times the 
percentage reporting a change in a favorable direction, e.g., 
more new orders. (The favorable count includes one-half of 
those reporting no change.)
Time Series: A set of numbers covering a known interval 
or timespan (e.g., months or quarters) that provide infor 
mation about a well-defined activity, process or group. For 
local series that consistently change direction in advance of 
overall economic activity, see Table A-3. Those measuring 
current or past economic activity are found in Table A-4.
Unemployed: The number of persons in the labor force who 
are without a job or on layoff but not expecting to be called 
back. In order to be counted, an individual must be seeking 
work.
Vacancy Rate: The percentage of all housing units in ex 
isting homes or newly constructed units (visibly ready for 
occupancy) that are empty and therefore unoccupied. Vacan 
cy rates in Michigan MSAs are determined by U.S. Postal 
Service delivery workers as part of an annual survey con 




National Economy Circles as West Michigan Descends
George A. Erickcek
Driven by an active nonmanufacturing sector, total employment grew a moderate 0.7 percent in West Michigan 
during the second quarter of 1989. The region's manufacturing sector was flat in the quarter, while employment 
in government rose 0.5 percent. Both the composite Index of Leading Indicators and the Index of Help-Wanted 
Advertising for the five West Michigan metropolitan areas fell in the second quarter. Further employment growth 
is not foreseen in the region's manufacturing or nonmanufacturing sector in the coming months.
The National Setting
The Gross National Product (GNP) grew at a 2.7 percent 
annual rate in the second quarter of 1989, compared to its 
3.7 percent annual pace recorded in the first quarter. Much 
of the first quarter's performance, however, was attributed 
to the final impacts of last summer's drought; nonfarm GNP 
grew at a more moderate 2.2 percent annual rate in the first 
quarter. The national unemployment rate has remained 
stable, dropping 0.1 percentage points to 5.2 percent in 
July. The national economy may be decelerating, but there 
is no indication yet as to whether it will make a soft landing 
(as many analysts hope) or crash (something which we all 
fear).
Chart 1
United States Employment 
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SOURCE: Based on U.S. Department of Labor data.
The driving force of the economy in the second quarter 
was business investment. Nonresidential investment grew at 
a strong 8.2 percent annual rate, topping its 6.9 percent an 
nual pace recorded in the first quarter. Expenditures for
producers' durable goods soared at a 14.3 percent annual 
rate in the second quarter and were more than enough to off 
set a substantial 8.9 percent annual decline in expenditures 
for buildings and structures. In the first quarter, equipment 
expenditures grew at a 9.6 percent annual rate, while plant 
expenditures declined at a 1.0 percent annual rate. The 
upgrading of existing plants continues to be the trend 
throughout this historical expansion.
Future business investment is getting a boost from the 
Federal Reserve Bank (FED), since it is allowing interest 
rates to slide. The closely watched federal fund rate, the rate 
of interest banks change themselves, has experienced a three- 
quarters of a percent drop to 9 percent over the past several 
months. In addition, the nation's major banks have recently 
cut their prime rate a half percent to 10.5 percent.
Declining interest rates could not stop residential construc 
tion from plunging 12.6 percent on an annual basis in the 
second quarter, however. Residential investment fell at a 5.0 
percent annual rate in the first quarter.
The FED is more willing to let interest rates fall, now that 
inflation is moderating. The GNP implicit price deflator rose 
to a 4.6 percent annual rate hi the second quarter, up from 
a 4.0 percent rate in the previous quarter. In July, however, 
producer prices fell 0.4 percent, the largest decline hi three 
years, and consumer prices rose just 0.2 percent.
The nation's net export deficit closed slightly in the sec 
ond quarter, as growth in the nation's exports outpaced our 
demand for imports. The nation's exports grew at a strong 
11.3 percent annual rate in the second quarter, although 
growth was slower than its 14.0 percent annual rate hi the 
previous quarter. Imports also grew in the second quarter, 
but at a slower 8.7 percent annual rate.
Table 1 
Michigan (Statewide) Statistics











Help- wanted ads: 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, help-wanted index from The Conference Board and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Table 2
West Michigan (5 MSAs) Statistics 














Average weekly hours .......
UI initial claims ............











































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad counts from five daily newspapers and employment data from Michigan Employment Security Commission. National components in Table A-3. 




Percentage Change, Second Quarter 1989
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SOURCES: Based on U.S. Department of Labor and Michigan Employ 
ment Security Commission data.
Consumer spending, which accounts for roughly two-thirds 
of the GNP, grew at a moderate 2.1 percent annual rate in 
the second quarter. This was almost identical to its 2.0 per 
cent annual pace recorded in the first quarter. Surprisingly, 
overall consumer spending on durable goods was up in the 
second quarter, growing at a 5.5 percent annual rate. Despite 
this increase, auto sales are down approximately 6 percent 
from last year. Consumer spending on nondurable goods 
declined at a 2.2 percent annual rate, but this was partially 
offset by a 4.3 percent rise in the demand for services.
One reason there are not more shoppers in the nation's 
shopping aisles is that disposable personal income grew 
by only 0.7 percent on an annual basis in the second quarter, 
compared to 6.6 percent in the previous quarter. Consumers 
are also continuing to save. In the second quarter, personal 
savings as a percentage of disposable personal income 
was 5.2 percent, down from its 5.6 percent recorded in the 
first quarter and substantially above last year's rate of 4.2 
percent.
The increase in saving was not due to concern over the 
economy, as consumer's confidence reached a 20-year high 
in July, according to the monthly report from The Conference 
Board. The consumer confidence index rose to 120.7 in 
July, from a revised 117.2 in June. This increased confidence 
is already being seen in the marketplace, as retail sales climb 
ed 0.9 percent in July, after declining a revised 0.1 percent 
in June.
Still, many analysts are uncertain about the health of the 
economy. The National Association of Purchasing Manage 
ment reported that its Purchasing Managers' Index plunged 
to 46 percent in July from 48.8 percent in June and is now 
at its lowest level since January 1983. July was the third con 
secutive monthly decline in the Index. A below-50 percent 
reading of this Index suggests that the economy is contracting.
The nation's Index of Leading Indicators fell just 0.1 per 
cent, but the decline was widespread, as seven of the eleven 
Index components fell. The Index has fallen in five of the 
last six months.
The August Blue Chip Economic Indicators consensus 
forecast for the overall growth hi the GNP for 1989 was un 
changed from last month at 2.6 percent. The consensus 
forecast for the GNP annual growth rate in 1990 dropped 
to 1.6 percent. Fifty-five percent of the Blue Chip panel 
believe that a recession will occur either in 1989 or 1990.
The Research Seminar in Quantitative Economics (RSQE) 
at the University of Michigan concurs with the consensus 
forecast that GNP should grow at a 2.6 annual rate for this 
year. RSQE is more upbeat about 1990, however, as they 
see GNP growing at a 2.2 percent annual rate during next 
year.
The State of Michigan
Total employment in Michigan grew 0.4 percent during 
the second quarter of 1989, slowing from its 0.8 percent in 
crease in the first quarter. Employment growth is expected 
to cool even further hi the coming months both in the state's 
nonmanufacturing and manufacturing sectors.
Chart3
Michigan and West Michigan Indexes 
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Manufacturing employment declined 0.3 percent in the sec 
ond quarter, after growing 0.9 percent in the previous 
quarter. The decline originated in the state's fabricated metals 
and transportation equipment industries. Employment in non- 
manufacturing rose a moderate 0.6 percent, on top of a
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healthy 1.2 percent jump in the first quarter. Finally, employ 
ment in government increased 0.4 percent, partially cancel 
ing out its 0.6 percent decline in the previous quarter.
The number of individuals unemployed in the state stayed 
nearly constant in the second quarter, dropping just 0.2 per 
cent. The state's unemployment rate remained unchanged at 
6.8 percent.
The state's Index of Leading Indicators decreased a sharp 
4.0 percent hi the second quarter, after falling a slight 0.7 
percent in the previous quarter. Employment in the state's 
manufacturing sector is expected, at best, to level out in the 
coming months.
Three of fee seven components making up the Index are 
collected at the state level, and all three deteriorated in the 
second quarter. Average weekly hours of production workers 
were off 0.9 percent hi the second quarter; there was no 
change in hours worked in the first quarter. The number of 
new claims for unemployment insurance rose 4.7 percent, 
after falling 1.0 percent hi the first quarter. Finally, the 
number of new dwelling units put under contract fell 5.7 per 
cent, after rising just 0.8 percent in the first quarter. With 
mortgage interest rates presently below 10 percent, some im 
provement in the state's residential construction sector should 
be seen in the coming months.
The Detroit Help-Wanted Advertising Index plunged 18 
points or by 9.6 percent in the second quarter. As this Index 
tracks nonmanufacturing labor demand fairly closely, we 
foresee a slowdown in employment growth hi the state's non- 
manufacturing sector in the coming months.
1989 has been a disappointing year for the auto industry 
and, hence, for Michigan, as well. Fifty-five percent of the 
state's manufacturing employment is tied to the auto industry, 
according to the Industrial Technology Institute (ITI). Only 
11 percent of these jobs are in auto assembly; most are in 
the state's expansive auto supplier network. The state's auto 
suppliers may face long-term problems, according to ITI's 
forecasts, because the Big Three are expected to continue 
to lose market share. Unless they are able to diversify into 
nonautomotive markets or win contracts with the new 
foreign-owned transplant facilities, many of the state's auto 
suppliers will face lean years in the future.
Outlook for West Michigan
Total employment grew 0.7 percent hi the five West 
Michigan metropolitan areas hi the second quarter, matching 
its first-quarter growth rate. Employment growth in both 
manufacturing and nonmanufacturing is expected to slow in 
the coming months.
Chart 4
West Michigan Employment 





SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
Employment hi manufacturing hi West Michigan remained 
unchanged in the second quarter, after rising a slight 0.2 per 
cent in the first quarter. Employment in nonmanufacturing 
rose a healthy 1.2 percent in the second quarter, and nearly 
matched its 1.3 percent growth in the first quarter. Employ 
ment in government increased 0.5 percent, partially offset 
ting its 0.9 percent decline in the first quarter.
Charts 
Unemployment Rates
First Quarter  1989 and Second Quarter ^1989
United States
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West Michigan metro areas outperformed the state overall 
in terms of employment growth in manufacturing, non- 
manufacturing and government. Nonmanufacturing employ 
ment in the West Michigan metro areas grew at double the 
rate of the state overall.
West Michigan was unable to keep pace with the nation, 
however; nationwide employment grew at twice the rate of 
West Michigan in the second quarter. Part of the difference 
between West Michigan's overall employment growth and 
the nation's is due to West Michigan's heavy concentration 
in manufacturing. Approximately 30 percent of West 
Michigan's wage and salary employment is in manufactur 
ing, compared to just 18 percent nationwide.
The number of individuals unemployed in the West 
Michigan metro areas rose 2.2 percent, in spite of the 0.7 
percent increase in total employment. As a result, the area's 
average unemployment rate increased 0.2 percentage points 
to 5.8 percent in the second quarter.
The West Michigan Index of Leading Indicators fell 3.4 
percent hi the second quarter; all three of the local com 
ponents in the Index worsened. Moreover, the area's com 
posite Index of Help-Wanted Advertisement fell 1.3 percent 
in the quarter. The decline in both Indexes points to a general 
slowdown in the region's economy.
Average weekly hours of production workers fell a full 
1 percent in the second quarter, exactly canceling out its 1 
percent increase in the previous quarter. The number of in 
itial claims for unemployment insurance rose a sharp 7.1 per 
cent in the second quarter, after it declined a revised 0.4
percent in the first quarter. Finally, the number of new dwell 
ing units put under contract fell 2.6 percent, after rising 9.9 
percent in the previous period.
Unfortunately, economic growth has its costs. Thirteen of 
the 25 most polluted sites in the state, including 4 of the 5 
worst sites, are located in West Michigan, according to the 
Department of Natural Resources (DNR). The 13 sites are 
listed below. The DNR released the rank order listing of the 
2019 known pollution sites in the state; the rankings are 
used to establish priority for the allocation of state clean-up 
funds.
Most Polluted Sites in West Michigan
State 
Ranking Site and Location
1. Story Chemical Co., Muskegon County
2. Plainfield Township wells, Kent County
4. Portage Creek-Kalamazoo River, Kalamazoo 
and Allegan Counties
5. Battle Creek Verona well field 
7. Stevensville, N. Roosevelt Rd. area, Berrien 
County
13. BASF Corp., Inmont Div., Kent County
14. W. Michigan Ave., Oshtemo Twp., Kalamazoo 
County
15. Schoolcraft area, Kalamazoo County
17. Cass Street area, Edwardsburg, Cass County
19. Lacks Industries, Kent County
22. Therese Street area, Muskegon County
23. Rozema Waste Garage area, Ottawa County
24. Old Bellevue Rd., Calhoun County
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The BUSINESS OUTLOOK
for the BATTLE CREEK MSA
Total employment edged upwards 0.3 percent in the sec 
ond quarter of 1989 in the Battle Creek MSA. Further growth 
in the area's nonmanufacturing sector is expected in the com 
ing months; however, little improvement is foreseen in the 
area's manufacturing sector.
Employment in manufacturing declined by 1.4 percent in 
the second quarter, after rising a scant 0.1 percent in the first 
quarter. Surprisingly, employment declines occurred in the 
area's nondurable goods manufacturing sector, while 
employment in its smaller durable goods sector grew. 
Employment in nonmanufacturing increased 0.9 percent, 
counterbalancing its 1.0 percent drop in the first quarter. 
Finally, government employment rose 0.8 percent in the 
quarter, after jumping 1.6 percent in the first quarter.
Chart BC-1
Battle Creek Indexes
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The number of individuals unemployed rose by 150 or 3.5 
percent in Calhoun County, resulting in a 0.3 percentage rise 
in its unemployment rate to 6.8 percent.
The area's total growth in employment and its unemploy 
ment rate were very similar to the state's in the second 
quarter. The composition of the area's employment growth 
was different, however; employment in the area's non- 
manufacturing and governmental sector outperformed the 
state average, whereas, its manufacturing sector, burdened 
by a lagging nondurable goods sector, declined at a faster 
rate.
Chart BC-2
Battle Creek Employment 
Percentage Change, Second Quarter 1989
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Leading Indicators fell 3.5 percent in 
the second quarter, suggesting that little improvement should 
be expected in the area's manufacturing sector in the com 
ing months.
None of the three local components of the Index improv 
ed in the second quarter. The average weekly hours of pro 
duction workers remained flat at 42.7 hours, after falling 
1.4 percent in the first quarter. The number of initial claims 
for unemployment insurance rose 1.7 percent, a major im 
provement over the revised 8.8 percent jump recorded in the 
first quarter. Finally, the number of new dwelling units put 
under contract fell 10.8 percent in the quarter. In the first 
quarter, housing starts soared 48.7 percent in the area.
The Battle Creek City Commission approved a resolution 
requiring an affirmative action clause to be added to all future 
contracts with businesses buying property in the city-owned 
Fort Custer Industrial Park. The covenant requires companies 
to (1) make reasonable efforts to employ unemployed or 
underemployed residents of the Battle Creek area; (2) give 
preference to disadvantaged groups in hiring; and (3) submit 
annual employment reports during the first three years of 
operation. Such covenants are rare nationwide, although the 
issue of providing employment opportunities to local disad 
vantaged residents is not.
The Battle Creek City Commission also approved the con 
struction contract for a job training center in the Fort Custer
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Industrial Park. Named the Regional Manufacturing 
Technological Center, the $2 million Center should be open 
later this year. Kellogg Community College will operate the 
Center's educational programs, which will be designed to 
meet the needs of area industries.
The face of Battle Creek's downtown will be changed 
dramatically when the W.K. Kellogg Foundation moves
its operations to the central business district. The Founda 
tion recently revealed its plans to demolish approximately 
40 buildings in an area that will cover eight full blocks. 
If completed as planned, the last building will be razed 
in 1991. In addition to the Foundation's 150,000 square foot 
headquarters, plans also call for a three-level parking 
structure.
Table BC-1 
Battle Creek (Calhoun County) Statistics
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SOURCES: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Company, 
ad count from Battle Creek Enquirer and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
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Value of Residential and Non-Residential 
Construction Contracts
Values of nonresidential construction contracts have fluctuated widely from peaks of $58 million in 1982 and 1984 and recently of $59 million 
in 1988, to a bottom of $11 million in 1983. Residential construction values have remained less volatile, falling to $7 million in 1982, climbing 
to a high of $26 million in 1984. The value of residential construction in 1988 was $16 million. In 1988, commercial and manufacturing buildings 
led the construction industry with a 58 percent share of contracts let, with one- and two-family homes at 18 percent. Public works and institutional 
buildings each held an 11 percent share, with apartments at a mere 2 percent of contracts let. For the first six months of 1989, residential and nonresidential 
construction values were significantly higher than the same period of 1988.
15
The BUSINESS OUTLOOK
for the BENTON HARBOR MSA
Total employment in the Benton Harbor MSA rose a healthy 
1.3 percent in the second quarter of 1989. We foresee, 
however, that the area's strong manufacturing sector will 
slow in the coming months. Moreover, employment growth 
in the area's nonmanufacturing sector may level off.
Employment in manufacturing rose 0.9 percent in the sec 
ond quarter, on top of a remarkable 3.2 percent leap in the 
previous quarter. Manufacturing employment has grown 6.5 
percent over the past four quarters.
Chart BH-1
Benton Harbor Indexes
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Employment in nonmanufacturing rose a strong 1.8 per 
cent in the second quarter, more than erasing its 0.6 percent 
decline in the first quarter. Government employment grew 
0.3 percent in the second quarter, partially offsetting its 1.0 
percent drop in the previous period.
In spite of strong employment growth, the area's 
unemployment rate rose 0.2 percentage points to 7.0 per 
cent in the second quarter. The number of individuals 
unemployed rose by 1.3 percent
In comparison with the state, the Benton Harbor MSA per 
formed very well in the second quarter. The area's strong 
manufacturing sector grew nearly 1 percent, while the state's 
manufacturing sector declined 0.3 percent. In nonmanu 
facturing, the area's 1.8 percent growth completely out 
distanced the state's 0.6 percent growth.
Chart BH-2
Benton Harbor Employment 




SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Leading Indicators plunged 6.0 per 
cent in the second quarter, as all three of the local components 
of the index deteriorated. The area's manufacturing sector 
is expected to cool in the coming months. The area's Index 
of Help-Wanted Advertising also fell 1.2 percent in the sec 
ond quarter, indicating a slowing in employment growth in 
the area's nonmanufacturing sector.
Average weekly hours of production workers fell 2.8 per 
cent in the second quarter, after increasing 1.4 percent in 
the previous quarter. The number of initial claims for 
unemployment insurance jumped 14.3 percent in the second 
quarter, after declining a revised 5.1 percent in the first 
quarter. Finally, the number of new dwelling units put under 
contract declined 13.2 percent in the second quarter, after 
falling 4.3 percent in the previous period.
Alreco Metals, an aluminum producer, earned the state's 
Building Michigan's Future Award for its $8.8 million ex 
pansion. The expansion will generate 20 new jobs. The ex 
pansion was also approved to receive tax benefits offered 
by the city in its enterprise zone. The tax benefit package, 
which runs for 10 years, includes a 60 percent real and
16
personal property tax exemption and exemption on the single 
business tax.
A reporter from Money magazine took up the Communi 
ty Economic Development Corporation's (CEDC) offer to 
visit the area. The offer was extended in hopes of improv 
ing the city's poor ranking (298th out of 300) in the 
magazine's annual quality of life rating of cities. Although
Table BH-1 
Benton Harbor (Berrien County) Statistics
(Adjusted for seasonal variations)
he visit surely opened the reporter's eyes to the positive at 
tributes of Benton Harbor and Berrien County, the magazine 
stuck the metro area in last place this year. The methodology 
used by the magazine is biased toward the nation's largest 
cities and their suburban metropolitan areas. (See "Can West 
Michigan's Quality of Life be that Bad?" Business Outlook 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Benton Harbor Herald Palladium and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Benton Harbor 
Construction Activity
1 & 2 Family Homes—41%
Apartments—6%
Institutional & Misc—10%
Comm. & Mfg. Bldgs—13%
MILLIONS (1988 Dollars)
c Works—30%




Value of Residential and Non-Residential 
Construction Contracts
From 1982 to 1986, values of residential construction contracts experienced significant growth, peaking at $40 million in 1986. Since 1986, they 
have declined, falling to $34 million in 1988. Values of nonresidential construction contracts rose quickly from $10 million hi 1985 to $30 million 
hi 1987, but fell to $17 million in 1988. In 1988, one- and two-family homes led the construction industry with 41 percent of contracts let, with 
public works at 30 percent. Commercial and manufacturing buildings held a 13 percent share with institutional at 10 percent and apartments at 6 
percent of contracts let. For the first six months of 1989, residential construction values were even with the same period of 1988, while nonresidential 
construction values were less.
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The BUSINESS OUTLOOK
for the GRAND RAPIDS MSA
Total employment grew 0.8 percent in the Grand Rapids 
MSA (Kent and Ottawa Counties) during the second quarter 
of 1989. We foresee a general slowing in employment growth 
in the area's manufacturing and nonmanufacturing sectors 
in the coming months.
Employment hi manufacturing grew a modest 0.3 percent 
hi the second quarter. In the first quarter, manufacturing 
employment did not budge. Employment hi nonmanufactur 
ing rose a healthy 1.2 percent, on top of a strong 2.2 per 
cent jump hi the previous quarter. Over the past four quarters, 
nonmanufacturing employment has grown an outstanding 7.3 
percent hi the area. Finally, employment hi government grew 
0.4 percent hi the second quarter, partially erasing its 1.4 
percent drop hi the first period.
Chart GR-1
Grand Rapids Indexes










1982 1983 1984 1985 1986 1987 1988 1989
In spite of a growing number of job opportunities, the 
number of individuals hi the area looking for work rose 1.4 
percent. As a result, the area's unemployment rate inched 
upward 0.1 percentage points to 5.0 percent.
The area's unemployment rate is still far below the state's 
6.8 percent. Moreover, hi comparison with state performance 
in the second quarter, the Grand Rapids MSA outdistanced 
the state hi both manufacturing and nonmanufacturing 
employment growth. The area's total employment percent 
age growth exactly doubled that for the entire state.
Chart GR-2
Grand Rapids Employment 




SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
Both the area's Index of Leading Indicators and Index of 
Help-Wanted Advertising fell hi the second quarter, 2.1 per 
cent and 1.9 percent respectively. We foresee a general cool 
ing hi employment growth in both manufacturing and 
nonmanufacturing.
Average weekly hours of production workers declined 1.0 
percent hi the second quarter, partially offsetting its 1.5 per 
cent increase hi the previous quarter. The number of initial 
claims for unemployment insurance rose 3.2 percent, after 
inching downward 0.3 percent in the first quarter. Finally, 
the number of dwelling units put under contract rose 5.6 per 
cent hi the second quarter, after rising 2.4 percent hi the first 
period.
The Right Place Program of the Grand Rapids Area 
Chamber of Commerce has formed a Manufacturer's Council 
comprised of officials from the area's small, medium and 
larger manufacturers. The purpose of the Council is to pro 
vide a forum where noncompeting manufacturers can meet 
to share ideas and technologies.
After months of delay and postponements, United Develop 
ment, the developer of the Eastbank Waterfront Towers, has 
finally suceeded hi securing financial backing for the proj 
ect. Tokyo-based Yasud Trust and Banking Company will 
provide the construction financing for the $60 million, 32
18
stories hotel, apartment and condominium complex. The 
downtown structure will also have a food store and a health 
club.
Finally, a federal judge has cleared the sale of the bankrupt 
Plastic Technologies. The bankruptcy is particularly hard on 
the City of Grand Rapids, because it will receive only 
$155,000 of the $400,000 it loaned to the bankrupt company.
The bankruptcy has raised a question as to whether the city 
should be in the business of making loans. The element of 
risk is fairly high in making loans to businesses that cannot 
find suitable financing from traditional sources, but so are 
the potential benefits. The state has also made bad loans hi 
the small portion of the state's pension fund invested in new 
or expanding businesses; however, the state fund is large 
enough to absorb these losses. Is Grand Rapids'?
Table GR-1 
Grand Rapids (Kent & Ottawa Counties) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Grand Rapids Press and employment data from Michigan Employment Security Commission. National components in Table A-3. 
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Value of Residential and Non-Residential 
Construction Contracts
After reaching construction lows in 1982, strong growth has occurred in both nonresidential and residential construction. The nonresidential con 
struction sector increased from $153 million in 1982 to $397 million in 1988, with a one year drop in 1987. Values of residential construction con 
tracts moved rapidly from a low of $99 million in 1982 to a high of $377 million in 1988. In 1988, commercial and manufacturing buildings led 
the construction industry with 34 percent of contracts let, with one- and two-family homes at 32 percent. Public works held a 16 percent share, 
with institutional at 9 percent and apartments at 8 percent of contracts let. For the first six months of 1989, residential construction values were 
slightly higher than the same period of 1988, while nonresidential construction values were less than the same period of 1988.
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The BUSINESS OUTLOOK
for the KALAMAZOO MSA
Total employment grew 0.7percent in the Kalamazoo MSA 
during the second quarter of 1989. Employment growth is 
expected to slow in the coming months in both the area's 
manufacturing and nonmanufacturing sectors.
Employment in manufacturing fell a slight 0.2 percent in 
the second quarter, nearly matching its 0.1 percent decline 
in the first quarter. Employment in nonmanufacturing grew 
a healthy 1.1 percent, almost duplicating its first-quarter per 
formance of 1.0 percent. Employment in government rose 
0.5 percent in the second quarter, recovering from its 0.6 
percent decline in the first quarter.
Chart K-l
Kalamazoo Indexes
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The number of individuals unemployed in the area rose 
4.4 percent hi the second quarter, in spite of the 0.7 percent 
overall employment growth. The area's unemployment rate 
rose to 5.0 percent, which is still below that of the nation 
and the state.
Compared to the state, the Kalamazoo MSA experienced 
higher overall employment growth due to its healthy non- 
manufacturing sector. The state's nonmanufacturing sector 
grew just 0.6 percent, compared to the area's 1.1 percent 
growth hi the second quarter. Manufacturing employment 
declined in both areas by nearly the same percentage, while 




Percentage Change, Second Quarter 1989
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SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Help-Wanted Advertising fell 2.2 per 
cent in the second quarter. This is the first time since 1982 
that this Index fell for two consecutive quarters. As this In 
dex closely tracks nonmanufacturing employment, we ex 
pect employment growth in this sector to slow in the com 
ing months.
The area's Index of Leading Indicators also fell for the 
second consecutive quarter, falling 5.8 percent in the second 
quarter. All three local components of the Index worsened 
in the quarter. The Index offers little sign of improvement 
in the area's sluggish manufacturing sector in the coming 
months.
Average weekly hours of production workers fell 0.7 per 
cent hi the second quarter, canceling out its 0.2 percent rise 
hi the previous quarter. The number of new claims for 
unemployment insurance shot up by 14.8 percent in the 
quarter, on top of a revised 0.7 percent rise in the first 
quarter. Finally, the number of new dwelling units put under 
contract plunged 16.7 percent, partially offsetting its 26.3 
percent jump in the first quarter.
Manufacturing employment will receive a boost from an 
unexpected source: the area's struggling paper industry. 
James River Corporation, the major paper producer in the 
area, announced plans to modernize its Kalamazoo plants.
20
The $29.7 million project will create an estimated 60 jobs. 
Performance Papers Company, a specialty paper producer, 
announced the recall of its 100 workers laid off earlier this 
year. Employment in the area's paper industry has been 
declining steadily over the past 30 years. In 1959, employ 
ment in the industry was 9,000; by 1979 it had fallen to 
5,600; and at the end of 1988, it had dipped to 4,600.
Kalamazoo's downtown mall, the nation's first, is 30 years 
old. Recent developments in the downtown area may breathe 
new life into the nation's oldest mall. Moreover, plans have 
been announced for a "business'education" park which may 
contain a $10 million downtown branch of Kalamazoo Valley 
Community College, and for new office structures for the 
First of America Bank and the Upjohn Company.
Table K-l
Kalamazoo (Kalamazoo County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Kalamazoo Gazette and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
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Value of Residential and Non-Residential 
Construction Contracts
After reaching construction lows in 1982, steady growth has occurred in residential construction. The residential construction sector increased 
from $28 million in 1982 to $146 million in 1988. Nonresidential construction values boomed in 1982 and 1986 at over $150 million but in other 
years values have remained between $40 and $80 million. In 1988, one- and two-family homes led the construction industry with 32 percent of 
contracts let, with apartments at 30 percent. Commercial and manufacturing buildings held a 20 percent share, with institutional at 13 percent and 
public works at 4 percent of contracts let. For the first six months of 1989 nonresidential construction values were tremendously higher than the 
same period of 1988 due to the Upjohn facility under construction in downtown Kalamazoo. Residential construction values for the first six months 
of 1989 were lower than for the same period of 1988.
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The BUSINESS OUTLOOK
for the MUSKEGON MSA
Total employment grew 0.4 percent in the Muskegon MSA 
in the second quarter of 1989. Improved employment growth 
is not foreseen in the coming months, as indicators point to 
a slowing in the area's overall economy.
Employment in manufacturing continued to decline, fall 
ing 1.4 percent hi the second quarter after plunging 2.7 per 
cent in the first quarter. Over the past year, manufacturing 
employment has fallen by 5.1 percent in Muskegon Coun 
ty. The decline has occurred in durable goods production; 
the area's nondurable goods manufacturers have been holding 
steady over the past four quarters.
Chart M-l
Muskegon Indexes
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Employment growth in the area's nonmanufacturing sec 
tor has thus far been able to counterbalance the decline in 
manufacturing. Employment in nonmanufacturing rose a 
healthy 1.5 percent in the second quarter, on top of an 0.8 
percent increase in the first quarter. Over the past four 
quarters, employment in nonmanufacturing rose 5.8 percent 
hi the Muskegon MSA. Government employment remained- 
constant hi the second quarter, after dropping 1.7 percent 
in the previous quarter.
The number of individuals unemployed grew by 2.6 per 
cent in the second quarter, causing the area's unemployment 
rate to climb to 8.7 percent.
Chart M-2
Muskegon Employment 
Percentage Change, Second Quarter 1989
Nonmanufacturing
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's overall employment growth matched that of the 
state, however the composition was notably different. 
Employment growth in Muskegon's strong nonmanufactur 
ing sector outdistanced that of the state, which grew just 0.6 
percent. But Muskegon's declining manufacturing sector and 
stagnant government sector could not keep up with the state's 
performance. Employment in manufacturing statewide fell 
just 0.3 percent compared to Muskegon's 1.4 percent decline.
The area's Index of Help-Wanted Advertising fell 2.0 per 
cent in the second quarter, indicating that employment growth 
in the area's nonmanufacturing sector may slow hi the com 
ing months.
The area's Index of Leading Indicators also declined oy 
2.9 percent, in spite of improvements in two of the three 
local components of the Index. The drop hi the Index sug 
gests that further decline in manufacturing employment hi 
the coming months can be expected.
Average weekly hours of production workers increased 
0.5 percent in the second quarter, after not budging hi the 
previous quarter. The number of new dwelling units put 
under contract also unproved, jumping up 14.1 percent. In 
the first quarter housing starts tumbled, falling 12.6 percent.
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Only the number of initial claims for unemployment in 
surance worsened, rising 7.1 percent in the second quarter, 
after falling 1.3 percent in the previous quarter.
The physical appearance and general environment of 
Muskegon is rapidly changing. Abonmarche Development 
Inc. and Consumers Power announced plans to build a huge 
622-slip marina and residential complex on the shore 
of Muskegon Lake. The $40 million, 53-acre project,
Shoreside Harbor development, includes plans for over 300 
townhouses and condominium units. Construction of the proj 
ect is scheduled to begin in Spring, pending approval by 
state and local governmental agencies. This project, hi ad 
dition to the SPX Terrace project already under construc 
tion, points to a new and growing facet of the Muskegon 
economy. Muskegon is being known not only for its 
manufacturing base, but also for its excellent recreational 
attributes.
Table M-l
Muskegon (Muskegon County) Statistics 














Average weekly hours .... 
UI initial claims .........










































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Muskegon Chronicle and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Muskegon 
Construction Activity
Institutional & Misc—7% MILLIONS (1988 Dollars)
1 & 2 Family Homes—40%




Value of Contracts 
Annual Average 1988
1980 1981 1982 1983 1984 1985 1986 1987 1988 
YEAR
Value of Residential and Non-Residential 
Dato Construction Contracts
Construction values for residential and nonresidential buildings have fluctuated between $10 and $40 million for most of the 1980s. In 1987, nonresiden- 
tial construction had a one-year high of $128 million due to a government building project and manufacturing construction. These figures are a 
revision to last year's 1987 information. Li 1988, one- and two-family homes led the construction industry with 40 percent of contracts let, with 
public works at 25 percent. Commercial and manufacturing construction held a 24 percent share, with institutional at 7 percent and apartments at 




The Michigan Employment Security Commission has substantially revised downward its reported number of 
initial claims for unemployment insurance for the first quarter of this year in the MSAs of Battle Creek, Benton 
Harbor and Kalamazoo. Due to these revisions, our seasonally adjusted initial claims estimates reported in the 
Spring Issue of Business Outlook were also too high. These estimates have now been adjusted downward and 
are presented in Table A-3 of this issue. Finally, the first quarter Indexes of Leading Indicators for the above 
metropolitan areas have also been adjusted.
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Table A-l 
Index of Help-Wanted Advertising (1982=100)
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Muskegon MSA ...........
West Michigan, 5 MSAs ....








































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette and Muskegon Chronicle; United States and Detroit indexes derived from (1967 = 100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA .......
Grand Rapids MSA. .......
Kalamazoo MSA. .........




























































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .33 to .46.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the 
State of Michigan. Weights range from .08 to .11.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .03 to. .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .12.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .10 to .12.
6. The proportion of firms reporting an increase in purchased material inventories. Weights range from .08 to .14.
7. The proportion affirms reporting a change in vendor performance (slower delivery time). Weights range from .09 to . 13.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......








































































































2. Initial Claims for Unemployment Insurance (Average per week)
Annual averages (Selected years)
Area
Battle Creek MSA.........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Muskegon MSA. ..........










































Battle Creek MSA ..... ...
Benton Harbor MSA. ......
Grand Rapids MSA. .......






















































































































































4. National Purchasing Management Survey (Selected components indexed)"
Annual averages
Component
5. Change in inventories ......




























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units 
put under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Manage 
ment. Seasonal adjustment by the Institute, 
a. Not available.
b. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to 
economic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(Thousands of jobs - by place of work)
Total Employment8
Annual averages (Selected years)
Labor market area
Battle Creek MSA.........
Benton Harbor MSA. ......
Grand Rapids MSA. .......































































































Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......






























































































Annual averages (Selected years)
Labor market area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Kalamazoo MSA. .........
































































































Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......





























































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute, 
a. Detail may not add to totals because of rounding.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Michigan
















Ann Arbor .......................... 03/30/89
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/06/89
Detroit.............................. 12/01/88
Flint................................ 03/16/89





Saginaw-Bay City-Midland ............. 09/15/88
 End 
 date of 
MSA survey
Ann Arbor .......................... 03/30/89
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/06/89
Detroit.............................. 12/01/88
Flint................................ 03/16/89
































































































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1988 vacancy rates published by U.S. Department of Commerce show rental housing 
vacancy rates for the second, third, fourth and first quarters of 1988/89 at 7.7, 7.8, 7.3 and 7.3 percent. Homeowner housing vacancy rates for the same 
periods were 1.6, 1.6, 1.6 and 1.5 percent.
Table A-6
Population by Sex and Age 
Michigan and Five Metro Areas hi West Michigan
Percent Distribution








































































































SOURCE: Michigan Department of Management and Budget, Office of Revenue and Tax Analysis.
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Table A-7 
















































































































SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans that allow
mortgage rates to be adjusted, varied, blended, or shared can be arranged at lower rates.
Table A-8 
Consumer Price Index
Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Year Avg. Jan. Feb. March April May June
















































































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although
the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs.
All CPI series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one tune periodic another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x 108.6 (1986 annual avg.) - 106.9 (1985 annual avg.) = 1.6% change 1985 to 1986, CPI-W. 
106.9 (1985 annual avg.)
100 x 109.3 (1986 December) - 108.6 (1985 December) = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Selected Labor Market Indicators
(Not adjusted for seasonal variations)
_aAverage for manufacturing production workers Civilian labor force 



































































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 5.0 percent in March and 5.3 percent in June 1989. Seasonally adjusted rate for Michigan was 6.6 percent in
March and 7.3 percent in June 1989.
Table A-10
Commercial Banking Data 
First Quarter 1989
(In thousands of current dollars)
Metropolitan (MSAs)*
Total deposits ............. ...
Total transaction accounts'* .......
Nontransaction savings0 ..........
Time deposits <$ 100,000 ........


















































































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data includes deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers acceptances, and unearned income.
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Table A-ll 








Benton Harbor MSA. ....
Kalamazoo MSA ........










































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census, 1987 County Estimates.
NOTE: Battle Creek MSA is Calhoun County; Benton Harbor MSA is Berrien County; Kalamazoo MSA is Kalamazoo County; and Muskegon MSA is
Muskegon County.
a. 1987 population figures are estimates.
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